
 

 

 

11333 N. Cedarburg Road 

Mequon, WI  53092 
Phone: 262-236-2941 

Fax: 262-242-9655 

www.ci.mequon.wi.us  OFFICE OF ADMINISTRATION 
 

APPROPRIATIONS COMMITTEE WORKSHOP 

Tuesday, September 20, 2016 

6:00 PM 

Christine Nuernberg Hall 

 

Agenda 
 

Dated:  September 20, 2016 /s/ Dan Abendroth, Chairman 

Notice is hereby given that a quorum of other governmental bodies may be present at this meeting to present, 

discuss and/or gather information about a subject over which they have decision-making responsibility, although 

they will not take formal action thereto at this meeting. 

Persons with disabilities requiring accommodations for attendance at this meeting should contact the City Clerk’s 

Office at 262-236-2914, twenty-four (24) hours in advance of the meeting. 

Any questions regarding this agenda may be directed to the City Administrator’s Office at 262-236-2941, Monday 

through Friday, 8:00 AM – 4:30 PM. 
 

 

1. Call to Order, Roll Call 

2. Review and Discussion of the Proposed Budget (Draft) for FY2017 

a. Proposed Budget (Draft) for FY2017 

3. Other Matters 

4. Adjourn 

http://www.ci.mequon.wi.us/


 11333 N. Cedarburg Road 

 Mequon, WI 53092-1930 

 Phone: 262-242-3100 

 Fax:  262-242-9655  

www.ci.mequon.wi.us  Office of Administration 

 

TO:  Appropriations Committee 

FROM: William Jones, City Administrator 

DATE: September 20, 2016 

SUBJECT: Proposed Budget (Draft) for FY2017 

 

In July, a Committee of the Whole Workshop meeting was convened to commence 
development of the City’s FY2017 budget and discuss long-term financial planning. During 
this meeting, staff provided members of the Common Council with an update regarding the 
status of the City’s FY2016 budget, and identified key considerations that would likely 
impact the FY2017 budget. Chief among these was the fact that the City’s debt service 
obligations would be increasing by nearly $650,000 for FY2017, in connection with the 
issuance of nearly $9 million in general obligation bonds related to construction of the new 
Combined Department of Public Works (DPW) Facility earlier this year.  

 

Additionally, a portion of the meeting was also dedicated to a review of the City’s long-
range capital needs, including infrastructure, equipment and facilities. Following 
discussion, staff was directed to begin work on preparing a budget that would absorb the 
City’s new debt service obligations in 2017, thus maintaining a stable property tax rate. 
Recognizing that preparation of such a budget would likely result in expenditure 
reductions, it was agreed that a draft budget framework would be presented to the 
Appropriations Committee in September.  

 

Accordingly, staff has worked diligently over the last two months to construct a draft 
budget (Exhibit A) that is in conformity with Council’s direction. The purpose of the 
September 20 workshop meeting is to provide the Committee with a ‘first look’ at the 
FY2017 budget, prior to its formal consideration by the Appropriations Committee on 
October 13.      

 

Anticipated Expenditure Increases for FY2017 

As indicated, staff was directed to begin preparing a budget for FY2017 that accounted for 
new debt service obligations equivalent to $641,581, or approximately $0.14 relative to the 
City’s existing tax rate ($3.05/$1,000 of equalized assessed value). Fortunately, this 
increase is tempered somewhat by a savings of $188,000 in principal and interest costs 
that the City will realize on pre-existing debt during 2017. In sum, the levy for 2017 
General Obligation (G.O.) debt service will therefore increase by $453,000 over the current 
year’s levy.  
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Beyond debt service, other costs needing to be factored into the FY2017 budget involved 
benefit cost adjustments mandated by the Wisconsin Retirement System ($89,000), the 
Wisconsin Public Employers Group Health Insurance Program ($74,000) and Affordable 
Care Act requirements ($75,000) that take effect in 2017. Additionally, the 2017 budget 
will also need to assimilate various increases related to employee compensation, including 
market-based salary adjustments that were not previously applied following a 2014 
Classification & Compensation Study, adjustments for public safety personnel in both the 
Police (expiring collective bargaining agreement) and Fire (increasing call volume) 
Departments and a proposed cost-of-living adjustment for the City’s non-represented 
employees. 

 

In all, both obligations and anticipated expenditure increases totaled more than $1.3 
million for 2017, equivalent to an approximate $0.29 increase in the City’s current tax rate.  

 

Proposed Expenditure Reductions for 2017 

In order to prepare a budget in line with the Council’s directive, staff engaged in an 
exhaustive process of reviewing expenditures across all twenty-three (23) budget areas 
that comprise the operational portion of the City’s General Fund. These assessments 
included an evaluation of existing personnel conducted by each City department, as well as 
analyses of current and proposed expenses across major expenditure categories, including: 
Materials/Supplies, Purchased Services, Tools/Equipment and Facilities/Plant. At the 
conclusion of this review, City staff was able to identify reductions totaling approximately 
$350,000 for 2017. These savings are detailed in Exhibit B, a copy of which is attached.  

 

In addition to two (2) proposed personnel adjustments that are contained within Exhibit B, 
which include elimination of a part-time Administrative Intern position at a savings of 
$14,554 and a reduction from 30 to 20 hours/week for the City’s Human Resources 
Assistant in mid-2017, the draft budget also includes the following additional staffing 
adjustments: 

 

Allocation of 90% of the Deputy Director of Utilities’ salary and benefits ($111,020) to 
the Sewer and Water utility budgets; 

Allocation of 75% of one Engineering Technician’s salary and benefits ($76,404) to the 
Sewer utility budget. 

 

As discussed below, the direct allocation of salaries to the City’s two utility budgets 
represents a departure from the City’s previous practice of directly charging each of the 
utilities for staff time incurred during the course of any one fiscal year. Given the actual 
amount of time that each of these two positions has historically dedicated to supporting the 
sewer and water utilities, respectively, City staff believes that the direct allocation method 
as proposed represents a more efficient way in which to account for such staff time, as it 
eliminates unnecessary record-keeping in both the Public Works and Finance Departments.  

 

Proposed Revenues for FY2017 
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As outlined at the very end of Exhibit A, total general fund expenditures within the draft 
budget are presently forecasted to grow by approximately $73,000 (or 0.5%) for FY2017. 
As such, revenue included in the draft budget is also slated to increase by a corresponding 
amount. Notably, the City’s equalized valuation is rising by $117 million (3%) for 2016, 
from $4.4 to $4.5 billion. This growth will result in approximately $525,000 in new revenue 
to the City, which in turn, is available to offset anticipated increases in debt service and 
personnel, as discussed above. As indicated on the first page of the enclosed budget, 
general fund property tax revenue is anticipated to therefore increase by approximately 
$250,000 in FY2017, an increase of 2.5%.  

 

Though many other revenue categories within the General Fund, such as State Shared 
Revenues, Intergovernmental Revenues, Licenses, Permits and Fees remain largely unchanged 
for FY2017, several other revenue categories are anticipated to increase or decrease 
significantly in FY2017. In the Public Safety Fees category, ambulance billing revenue is 
anticipated to increase by approximately 30%, due to increases in the number of 
emergency response calls and inter-facility transports. Conversely, Building Permit Revenue 
is projected to be $105,000 (12%) less than the figure of $541,000 that was budgeted for 
2016.  

 

With the aforementioned transfer of actual salaries for a portion of two public works 
positions that are mostly involved with day-to-day operation of the City’s Sewer and Water 
utilities, internal transfer fee revenue, or the amount that the General Fund is reimbursed 
for staff time, will also decline by $160,000. Additionally, revenue attributable to 
development and land use application fees, and which goes to offset the City’s expenses 
related to the review and processing of such, are also anticipated to decrease by 
approximately $27,000.  

 

Finally, as has been the City’s practice in recent years, the proposed budget anticipates the 
use of $250,000 in General Fund Balance in 2017. This represents a decrease of $50,000 (or 
1/6) of the amount of fund balance that has been used to balance the budget over the last 
several years, as the City moves to gradually lessen its reliance on the use of reserves in the 
wake of a bond ratings downgrade received earlier this year.  

 

Capital Spending Summary 

For FY2017, staff has earmarked $743,000 for pay-as-you-go capital projects; this amount 
is identical to the figure included in the City’s 2016 budget. A summary listing of 
recommended capital projects, along with their associated funding amounts, is contained in 
Exhibit C. Though it should be noted that the City reduced the amount of money allocated 
for such pay-as-you-go capital spending in FY2016 from $833,000 to $743,000, it is 
recommended that the $743,000 included in the proposed draft budget be maintained. As 
the City incurs additional borrowing expense in 2017 related to upgrading its long-term 
capital assets, the gap between debt-funded capital spending (more expensive) and ‘pay-as-
you-go’ capital spending (less expensive) continues to widen.  
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Consequently, if the amount of self-funded capital is further reduced in 2017, it will become 
even more expensive in future years to pay for necessary expenses such as squads cars, fire 
engines and snow plows, or other projects/improvements. Such items will likely need to be 
paid through direct borrowing, or the expanded use of lease-purchase arrangements, which 
the City now employs on a limited basis. Additionally, staff recommends that the City 
forego using available cash in its existing capital project funds as a way to overcome any 
revenue shortfall for 2017; doing so will only increase the long-term future liabilities 
associated with either repair or replacement of the City’s publicly-owned assets.          

 

Fund Balance 

As mentioned, the draft budget provides for the assignment of $250,000 of fund balance; 
this assignment is proposed with reservations. The City has not added to its fund balance 
since FY2013, and this will mark the fourth straight year in which the City has assigned 
fund balance to balance the budget.  Earlier this year, Moody’s downgraded the City’s credit 
rating from Aa1 to Aa2, citing in part the City’s relatively low fund balance.  Drawing 
$250,000 from fund balance will leave Unassigned General Fund balance at approximately 
13% of next year’s budget. While this figure is significantly below GFOA guidelines, it 
remains in line with the City’s fund balance policy, which requires a minimum of 10% of 
budgeted expenditures.   

 

Optional Expenditure Reductions for FY2017 

As depicted in Exhibit B, staff has worked to reduced operating expenditures by 
approximately $350,000 for FY2017. This amount nearly doubles the $195,850 in 
expenditures that were permanently eliminated from the City budget in 2016, when a flat 
tax rate was also maintained. Over the past two years, recurring expenses have been 
trimmed by more than half a million dollars ($559,611), which is equivalent to 
approximately 3.5% of the City’s General Fund Budget. In combination with growth in new 
valuation, the proposed use of fund balance, and use of a one-time bond premium 
($197,425) that the City received as a part of this year’s debt issuance, these measures have 
helped to reduce the projected tax rate impact from $0.29 to $0.05, which is equivalent to a 
$223,658 shortfall.  

 

In connection with meeting Council’s directive to prepare a budget with no increase in the 
tax rate, staff has formulated a list of additional expenditure reductions (Exhibit D) that 
could be considered as the budget is finalized over the next few weeks.  It should be noted 
that staff does not recommend that any of the items contained on this list be removed from 
the City’s FY2017 budget, as doing so will negatively impact staff’s ability to serve the 
public across several departments, including Assessing, Finance, Fire and Public Works. 
Notably, the list contains options beyond the $220,000 threshold that is needed to 
overcome the identified shortfall within the draft budget, in order to afford some flexibility 
with respect to its consideration by the Council. To provide, Attached is a memorandum 
dated August 30, 2016 from Fire Chief David Bialk (Exhibit E), which provides additional 
context to the items appearing in Exhibit D that relate specifically to the Fire Department.      

 

Debt Service  
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This category covers the funds accounting for the City’s general obligation debt and TID #’s 
2 and 3.  Presented below is a table comparing 2016 and 2017 budgeted expenditures: 

 

Fund 2016 Expenditures 2017 Expenditures Change 

Debt Service Fund $2,512,760 $3,163,649 $651,089 

TID #2 279,900 275,195 (4,705) 

TID #3 620,875 609,625 (11,250) 

Totals $3,413,535 $4,048,669 $635,134 

 

The major change, of course, is the debt service increase related to the 2016 DPW 
Combined Facility Bonds. As noted, total G.O. debt service expenditures are increasing 
$651,000. However, this is offset by applying $197,652 (100%) of the offering premium on 
the 2016 DPW Bonds. As indicated, the net increase of $453,000 will be included on the tax 
levy. On a positive note, both of the TID Districts in the table above have sufficient 
increment and/or fund balance to satisfy 2017 debt service requirements without the need 
for intra-fund loans. 

 

Long-Term Capital Planning 

At the Council’s July 20 workshop meeting, significant time was also devoted to reviewing 
the City’s long-term capital needs, such as roads, bridges and equipment, as well as the 
condition of other communal assets like public buildings, parks and facilities. City staff 
provided an overview regarding the City’s approach to funding capital through both debt 
financing and on a ‘pay-as-you-go’ approach, with a recommendation that the City look at 
options beyond borrowing to pay for needed maintenance and repairs in the coming years.  

 

It was also explained that under current funding levels, it is possible that the number of 
capital assets subject to deferred maintenance or requiring replacement will continue to 
grow, resulting in higher future costs. It was further suggested that now may be an 
opportune time to develop a city-wide asset management plan, so as to apply a strategic 
approach to managing the City’s systems, equipment and infrastructure, while ensuring 
that appropriate funding is identified to maintain, improve or upgrade these assets over 
the long-term.  

 

Specifically, this type of comprehensive analysis will establish the baseline data that is 
necessary to determine the current condition and appropriate life-cycle costs that need to 
be accounted for in the City’s capital improvement program moving forward. Additionally, 
it is anticipated that such a review will analyze the City’s current asset management 
practices and evaluate alternative approaches to capital financing (e.g. P3’s, performance 
contracting, etc.). Accordingly, and as indicated in Exhibit C, $25,000 has been included in 
the draft Capital Expenditure Plan for development of a city-wide Capital Asset 
Management Plan in 2017.   
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Since the July 20 workshop meeting, staff has also begun the process of exploring potential 
partnerships that may assist the City in managing or improving publicly-used assets, such 
as parks and the pool. To this end, staff and the Mayor have met recently with 
representatives of the Mequon-Thiensville School District, to discuss ways in which the two 
entities, which both provide recreation services/facilities to the community, can work to 
increase collaboration, improve service delivery and promote efficiency. One potential 
outcome identified during these discussions was joint initiation of a parks and recreation 
needs assessment, in order to better understand the community’s perspective. From the 
City’s vantage point, information obtained from such an appraisal could prove useful in 
helping the City prioritize its future capital funding needs and strategies over the long-
term. As these preliminary discussions continue, City staff will ensure that members of the 
Council have ample opportunity to provide input and feedback.         

 

Recommendation 

Since July 20, staff has worked to prepare a spending plan that meets the Common 
Council’s desire to review a budget that would not impact to the City’s mill rate for 2017. 
Accordingly, City staff has worked to develop a draft budget that overcomes nearly the 
entire funding gap that was identified as initial budget preparations commenced in late 
July.  

 

At present, a gap of approximately $224,000 ($0.05) exists between expenditures that staff 
is recommending for FY2017 and available revenue that is necessary to balance next year’s 
budget. As noted, significant reductions to recurring expenditures have been initiated in 
each of the last two years, in excess of more than $500,000 combined. Though further 
reductions have been identified as outlined in Exhibit D, these options are presented for 
consideration and not recommended by staff.  

 

In order to overcome the identified funding shortfall, the Appropriations Committee may 
wish to consider:  

 

1) An adjustment to the City’s tax rate as part of an effort to account for new debt 
service that will impact the tax levy in 2017; 

2) The enclosed list of optional expenditure reductions; 

3)  Some other combination thereof. 

 

City staff, including all of the City’s Department Heads, will be in attendance at Tuesday 
evening’s meeting to provide additional information and answer any questions from 
members of the Committee. Pending the outcome and direction that is received at Tuesday 
evening’s meeting, staff will then begin to prepare a proposed budget document for formal 
review and consideration at the Committee’s next meeting on October 13. 

2.a

Packet Pg. 7



2.
a.

a

P
ac

ke
t 

P
g

. 8

Attachment: EXHIBIT A: Draft FY2017 Budget Comparison Report  (1893 : Proposed Budget (Draft)
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